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SIMONE TAGLIAPIETRA, GEORG ZACHMANN AND GUSTAV FREDRIKSSON
Wind power represents a key component of Turkey’s energy strategy. 
Increased investment will be required to meet Turkey’s wind power 
target and, as such, there is a need to understand the viability of wind 
power projects there. The cost of capital is a crucial element in wind 
power investment decisions owing to the high capital intensity of wind 
power plants. A reduction in the cost of capital through support policies 
can lower overall project costs and increase investment. We estimate 
the cost of capital for wind power projects in Turkey using data on 138 
installations that participated in the Turkish feed-in tariff scheme in 2017. 
Our estimates indicate an upper bound of 12% for the cost of capital. This 
suggests the cost of capital for wind power projects in Turkey is not higher 
than in south-eastern European Union countries. However, because of 
adverse macroeconomic conditions, the cost of Turkey’s main renewable 
support scheme increased by 46% between 2016 and 2017 in Turkish 
lira terms. We argue that continued commitment to the current support 
schemes by the Turkish authorities is crucial for the development of the 
Turkish wind power sector.
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𝐷 𝐸
𝜏
𝐶𝑜𝑠𝑡 𝑜𝑓 𝑑𝑒𝑏𝑡 = 𝑟𝑓 + 𝑅𝑖𝑠𝑘 𝑝𝑟𝑒𝑚𝑖𝑢𝑚
𝐶𝑜𝑠𝑡 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦 = 𝑟𝑓 +  𝛽(𝑟𝑚 − 𝑟𝑓)
𝑊𝐴𝐶𝐶 =
𝐷
𝐷+𝐸
∗ 𝐶𝑜𝑠𝑡 𝑜𝑓 𝑑𝑒𝑏𝑡 ∗ (1 − 𝜏) +
𝐸
𝐷+𝐸
∗ 𝐶𝑜𝑠𝑡 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦
𝑟𝑓
𝑟𝑚 𝛽
𝛽
𝛽
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𝑁𝑃𝑉 = 0 = ∑
𝐶𝐹𝑡
(1 + 𝐼𝑅𝑅)𝑡
𝑡
                    (4)
𝐼𝑅𝑅 − 𝐶𝑜𝑠𝑡 𝑜𝑓 𝑐𝑎𝑝𝑖𝑡𝑎𝑙 = 𝐸𝑥𝑐𝑒𝑠𝑠 𝑟𝑒𝑡𝑢𝑟𝑛
𝑛
𝑡
𝑁𝑃𝑉 = 0 = −𝐼0 + ∑
𝑅𝑡 − 𝑂&𝑀𝑡 − 𝑇𝑡
(1 + 𝐼𝑅𝑅)𝑡
𝑛
𝑡=1
+
𝑆𝑉𝑛+1
(1 + 𝐼𝑅𝑅)𝑛+1
    (6)
𝐼0
𝑂&𝑀𝑡 𝑇𝑡
𝑅𝑡
𝑆𝑉𝑛+1
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